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OATH OR AFFIRMATION
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HANSEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

22320 FOOTHILL BLVD SUITE 430

HAYWARD CALIFORNIA 9454 1-2744

510 582-8400

INDEPENDENT AUDITORS REPORT

Board of Directors

L.S.Y Inc dba American Investors Company
San Ramon California

We have audited the accompanying statement of financial condition of L.S.Y
INC DBA M1ERICAN INVESTORS COMPANY as of March 31 2010 and the related statements
of changes in stockholders equity income and retained earnings and cash flows for
the year then ended These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these
financial statements based on our audit

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement An audit includes examining on
test basis evidence supporting the amounts and disclosures in the financial
statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall
financial statement presentation We believe that our audit provides reasonable
basis for our opinion

In our opinion the financial statements referred to above present fairly
in all material respects the financial position of L.S.Y INC flEA AMERICAN
INVESTORS COMPANY as of March 31 2010 and the results of its operations and its
cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as whole The information contained in Schedules
II III and IV is presented for the purposes of additional analysis and is not

required part of the basic financial statements but is supplementary information
required by rule 17a5 under the Securities Exchange Act of 1934 Such information
has been subjected to the auditing procedures applied in the audit of the basic
financial statements and in our opinion is fairly stated in all material respects
in relation to the basic financial statements taken as whole

May 25 2010



INC DBA AMERICN INVESTORS COMPANY

STATEMENT OF FINANCIAL CONDITION

MARCH 31 2010

ASSETS

Cash and cash equivalents
Commissions and fees receivable

Marketable securities
Nonmarketable securities

Prepaid expenses
Furniture and equipment at cost

less accumulated depreciation of $45549
Other assets

Total assets

See accompanying notes

522438
1053097

28726
63360
24989

7836
11650

1712096

HANSEN COMPANY
Certified Public Accountants



INC DBA AMERICAN INVESTORS COMPANY

STATEMENT OF FINANCIAL CONDITION

MARCH 31 2010

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable
Commissions payable
Accrued wages and benefits

Payroll taxes payable
Accrued legal expenses

Total liabilities

Stockholders equity
Capital stock authorized 100000 shares

$10 stated value issued and outstanding

7000 shares
Paid in surplus
Retained earnings

70000
475

481053

44361
1008898

31392
4003

71 914

1160568

Total stockholders equity 551528

Total liabilities and

stockholders equity

See accompanying notes

1712096

HANSEN COMPANY
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L.S.Y INC DBA AMERICAN INVESTORS COMPANY

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED MARCH 31 2010

Balance Net Other Balance

March 31 Income Additions March 31
2009 Loss Deductions 2010

Capital stock 70000 70000
Paid in surplus 475 475

Retained earnings 526538 45485 481053

Total 597013 $45485 551528

See accompanying notes

HANSEN COMPANY
Certified Public Accountants



INC DBA AMERICAN INVESTORS COMPANY

STATEMENT OF INCOME AND RETAINED EARNINGS

FOR THE YEAR ENDED MARCH 31 2010

REVENUES

Commissions
Fees

Other

Total revenues

OPERATING EXPENSES

Commissions

Advertising
Automobile and travel

Depreciation
Dues and subscriptions

Employee benefits

Insurance
Miscellaneous

Office salaries

Officers salaries

Office supplies and postage
Outside services
Professional services

Rent

Repairs and maintenance

Taxes licenses and regulatory fees

Telephone

8316989
3214
7262
4393
2559

65 625

6938
552

462465
197200
22239
20730

118 678

77 186

11084
77867

6515

5007942
4336082

17069

361093

Total operating expenses

Incomeloss before income taxes

INCOME TAXES

NET INCOME LOSS

RETAINED EARNINGS

Balance beginning of year

Balance end of year

See accompanying notes

9402296

41203

4282

45485

526538

481053

HANSEN COMPANY
Certified Public Accountants



INC DBA PMERICAN INVESTORS COMPMY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income Loss
Adjustments to reconcile net loss to

net cash used by operating activities

Depreciation
Increase decrease in

Commissions and fees receivable

Marketable securities

Nonmarketable securities

Prepaid expenses
Other assets

Increase decrease in
Accounts payable
Commissions payable
Accrued wages and benefits

Payroll taxes payable
Accrued legal expenses
Income taxes payable

45485

CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for

522438

Interest

Income taxes

See accompanying notes

35344

4393

284 957
11111
3240

18539
1010

34583
287884

119 520
8103

71 914

29244

Net cashused by operating activities 76857

CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENTS 76857

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 599295

HANSEN COMPANY
Certified Public Accountants



L.S.Y INC DBA AMERICAN INVESTORS COMPANY

NOTES TO FINANCIAL STATEIYIENTS

FOR THE YEAR ENDED MARCH 31 2010

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business The Company California corporation is securitjes

brokerdealer which through registered representatives and the Company

principals sells investments to the general public and generates fees

through investment management and advisory services Over 53% of the

Companys commission revenues were earned through customer investments in

various mutual funds

Use of Estimates The preparation of financial statements in conformity

with accounting principles generally accepted in the United States of

America requires management to make estimates and assumptions that affect

the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements and reported

amounts of revenues and expenses during the reporting period Actual

results could differ from those estimates

Fair Value of Financial Instruments Unless otherwise indicated the fair

values of all reported assets and liabilities which represent financial

instruments none of which are held for trading purposes approximate the

carrying values of such amounts

Accounting Method The Company utilizes the accrual method of accounting

for financial statement reporting Under this method revenue is

recognized when earned and expenses are recognized when incurred

Cash Equivalents For purposes of the statement of cash flows the Company
considers all shortterm instruments purchased with maturity of three

months or less to be cash equivalents

Allowance for Doubtful Accounts The Company considers commissions

receivable to be fully collectible accordingly no allowance for doubtful

accounts is required There were no commissions written off during the

year

Securities Marketable and non-marketable securities are valued at

market value The resulting difference between cost and market is

included in income

Depreciation Depreciation is computed on the straightline method over

periods of five to seven years the useful lives of the furniture and

equipment

Advertising The Company expenses advertising costs as incurred

Income Tax The Company uses an asset and liability approach to financial

accounting and reporting for income taxes Deferred income tax assets and

liabilities are computed annually for material differences between the

financial statement and tax basis of amounts in the future based on enacted

tax laws and rates applicable to the periods in which the differences are

expected to affect taxable income Deferred taxes are provided for

unrealized gain on investment securities and depreciation timing

differences Valuation allowances are established when necessary to reduce

deferred tax liabilities to the amount due for the period plus or minus the

change during the period in deferred tax assets and liabilities

HANSEN COMPANY
Certified Public Accountants



L.S.Y INC DBA AMERICAN INVESTORS COMPANY

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31 2010

NOTE The Company is exempt from the computation for determination of reserve

requirements for brokersdealers under rule 15c33 because customer

accounts are not maintained

NOTE The Company has no liabilities subordinate to the claims of general
creditors at March 31 2010

NOTE Cash and cash equivalents are represented by checking and money market

accounts As of March 31 2010 the amount of cash balances reflected on

various financial institutions records exceeded the federally insured

limits by $530751

NOTE The Company has contracted for errors and omissions insurance for the

period March 2010 through March 2011 for itself and its

registered representatives The total premium for the policy period will

be $150384 As of March 31 2010 the portion of the premium earned by
the insurance provider is less than the $30993 the Company has paid The

balance of the premium has not been included in accounts payable as the

Company has the right to cancel the policy at any time and only be

obligated to the insurance provider for the earned portion The Company

anticipates recovering substantially all of the premium from its

registered representatives Any excess received from the registered

representatives is reflected in the financial statements as

reduction of legal and litigation expenses or as other income

NOTE Marketable securities valued at market have cost of $5016 resulting in

unrealized gains of $23710 including an unrealized gain of $11111 for

the year ended March 31 2010

Nonmarketable securities valued at market have cost of $66600

resulting in unrealized losses of $3240 all reflected in the year
ended March 31 2010

NOTE No changes occurred during the year in the ownership or composition of

the capital stock of the corporation

NOTE The Company has salary reduction simplified employee pension plan

SARSEP At the discretion of the Company up to twentyfive percent of

all employees annual net compensation to maximum of $47000 may be

contributed to the plan each year minimum of three percent is required
Employees may contribute portion of the maximum allowable contribution

through voluntary salary reductions The plan year ends December 31
Pension plan expense for the fiscal year ended March 31 2010 included

in employee benefits expense was $12392

HANSEN COMPANY
Certified Public Accountants



INC DBA ANERICAN INVESTORS COMPANY

NOTES TO FINANCIAL STATENTS

FOR THE YEAR ENDED MARCH 31 2010

NOTE On June 2009 the Company extended the lease for its current

administrative offices covering the period June 2009 through

May 31 2014 Monthly lease payments required over the term of the

lease range from $6035 to $7242 plus tax and common area maintenance

charges Total rent expense for the year was $77186

Future annual minimum payments under the lease for years ending
March 31 are as follows

YEAR AMOUNT

2011 73188
2012 73188
2013 78583
2014 85697
2015 14484

TOTAL 325140

NOTE 10 The Company is currently undergoing routine audit of its registered
investment advisors division by the Securities Exchange Commission SEC
The Company has submitted responses to the SECs letter of comments

and is awaitng resolution to the matter

NOTE 11 The Company is currently defendant in two arbitration litigation cases
Michalak 1\merican Investors Company et al and Dove inerican

Investors Company et al The plaintiff in each case is claiming

unspecified damages relating to various causes of action including

fraud misrepresentation and negligence The Company contends that
neither plaintiff has been monetarily damaged Both cases are in the

early stages of discovery

NOTE 12 Management has evaluated subsequent events through May 25 2010 the

date the financial statements were available to be issued

NOTE 13 Income tax expense represents the Companys actual tax liability
for the fiscal year ended March 31 2010 net deferred income tax
benefit in the approximate net amount of $10500 resulting from timing
differences related to depreciation net unrealized gain from marketable

and nonmarketable securities and accrued future legal expenses have not

been recognized as an asset

Income taxes is comprised of the following

Federal 2263
State 2019

4282

HANSEN COMPANY
Certified Public Accountants
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L.S.Y INC DBA dERICAN INVESTORS COMPANY

SCHEDULE COMPUTATION OF NET CAPITAL

MPRCH 31 2010

TOTAL OWNERSHIP EQUITY 551528

DEDUCT OWNERSHIP EQUITY NOT ALLOWABLE
FOR NET CAPITAL

Petty cash 100
Net commissions receivable 82153
Other receivables 4408
Nonmarketable securities 63360
Prepaid expenses 24989
Net equipment 7836
Security deposit 7242 190088

TOTAL OWNERSHIP EQUITY QUALIFIED FOR NET CAPITAL 361440

DEDUCTIONS

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITIONS 361440

HAIRCUTS ON SECURITIES

Marketable securities 15% 4309
NES accounts 2% 5504 9813

NET CAPITAL 351627

See accompanying notes

HANSEN COMPANY
Certified Public Accountants



L.S.Y INC DBA ANERICAN INVESTORS COMPANY

RECONCILIATION OF NET CAPITAL BETWEEN tJNAUDITED

ND AUDITED FINANCIAL STATEMENTS

MARCH 31 2010

NET CAPITAL PER UNAUDITED FINANCIAL STATEMENTS

ADJJSTMENTS

Additional non allowable net commissions receivable

Additional income accruals

Commissions receivable

Additional expense accruals

Accounts payable and accrued legal expenses
Commissions payable
Accrued wages and benefits

Payroll taxes payable

NET CAPITAL PER AUDITED FINANCIAL STATEMENTS

10633
35473
31 392

1503

2281

20808

79001

351627

See accompanying notes

10

SCHEDULE II

412101
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INC DBA AMERICAN INVESTORS COMPANY

SCHEDULE III COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

MARCH 31 2010

MINIMUM NET CAPITAL REQUIRED 77371

MINIMUM DOLLAR NET CAPITAL REQUIREMENT
OF BROKER OR DEALER 5000

NET CAPITAL REQUIREMENT 77371

EXCESS NET CAPITAL

Net capital 351627
Less net capital requirement 77371

Excess net capital 274256

EXCESS NET CAPITAL AT 1000%

Net capital 351627
Less 10% of total aggregate indebtedness 116057

Excess net capital at 1000% 235570

See accompanying notes

11
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S.Y INC DBA AMERICAN INVESTORS COMPANY

SCHEDULE IV COMPUTATION OF AGGREGATE INDEBTEDNESS

MARCH 31 2010

TOTAL A-i LIABILITIES 1160568

ADJUSTMENTS ________

TOTAL AGGREGATE INDEBTEDNESS 160568

PERCENTAGE OF AGGREGATE INDEBTEDNESS

TO NET CAPITAL

PERCENTAGE OF DEBT TO DEBT-EQUITY TOTAL 67.8%

See accompanying notes

12
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HANSEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

22320 FOOTHILL BLVD SUITE 430

HAYWARD CALIFORNIA 9454 1-2744

510 582-8400

Board of Directors

L.S.Y Inc dba American Investors
San Ramon California

In planning and performing our audit of the financial statements and supplemental
schedules of L.S.Y Inc dba American Investors for the year ended March 31 2010
we considered its internal control structure including procedures for safeguarding
securities in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on
the internal control structure

Also as required by rule 17a5 of the Securities Exchange Commission SEC
we have made study of the practices and procedures followed by the Company
including tests of such practices and procedures that we considered relevant to the
objectives stated in rule 17a5g in making the periodic computations of aggregate
indebtedness or aggregate debits and net capital under rule 17a3a 11 and for
determining compliance with the exemptive provisions of rule 15c33 Because the
Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities we did not review the practices and
procedures followed by the Company in any of the following

Making quarterly securities examinations counts
verifications and comparisons
Recordation of differences required by rule 17a-13
Complying with the requirements for prompt payment
for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the
preceding paragraph In fulfilling this responsibility estimates and judgements by
management are required to assess the expected benefits and related costs of
internal control structure policies and procedures and of the practices and
procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SECs abovementioned
objectives Two of the objectives of an internal control structure and the
practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed
in accordance with managements authorization and recorded properly to permit the
preparation of financial statements in accordance with generally accepted accounting
principles Rule 17a5g lists additional objectives of the practices and
procedures listed in the preceding paragraph

-13-



Because of inherent limitations in any internal control structure or the practices
and procedures referred to above errors or irregularities may occur and not be
detected Also projection of any evaluation of them to future periods is subject
to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate

Our consideration of the internal control structure would not necessarily disclose
all matters in the internal control structure that might be material weaknessess
under standards established by the Pmerican Institute of Certified Public
Accountants material weakness is condition in which the design or operation of

specific internal control structure element does not reduce to relatively low
level the risk that errors or irregularities in amounts that would be material in

relation the financial statements being audited may occur and not be detected within

timely period by employees in the normal course of performing their assigned
functions However we noted no matters involving the internal control structure
that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred
to in the second paragraph of this report are considered by the SEC to be adequate
for its purposes in accordance with the Securities Exchange Act of 1934 and related

regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the
Companys practices and procedures were adequate at March 31 2010 to meet the
SECs objectives

This report is intended solely for the use of the Board of Directors management
the SEC Financial Industry Regulatory Authority FINRA and other regulatory
agencies that rely on rule 17a5g under the Securities Exchange Act of 1934 in

their regulation of registered brokers and dealers and should not be used for any
other purpose

May 25 2010

14--



HANSEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

22320 FOOTHILL BLVD SUITE 430

HAYWARD CALIFORNIA 9454 12744

510 582-8400

Board of Directors

L.S.Y Inc dba American Investors Company
San Ramon California

In accordance with Rule 17a5e under the Securities Exchange Act of 1934 we
have performed the procedures enumerated below with respect to the accompanying
General Assessment Reconciliation Form SIPc-7 to the Securities Investor

Protection Corporation SIPC for the period from April 2009 to March 31 2010
which were agreed to by L.S.Y Inc dba American Investors Company and the
Securities and Exchange Commission Financial Industry Regulatory Authority Inc
and SIPC solely to assist you and the other specified parties in evaluating

L.S.Y Inc dba American Investors Companys compliance with the applicable

instructions of the General Assessment Reconciliation Form SIPC7 L.S.Y Inc
dba American Investors Companys management isresponsible for the L.S.Y Inc
dba American Investors Companys compliance with those requirements This agreed upon

procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency
of these procedures is solely the responsibility of those parties specified in

this report consequently we make no representation regarding the sufficiency of

the procedures described below either for the purpose for which this report has

been requested of for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payments in Form SIPC7 with

respective cash disbursement record entries from the Companys
Operating Analysis checking account noting no differences

Compared the Total Revenue amounts of the audited Form X17A5
for the year ended March 31 2010 with the amounts reported
in Form SIPC7 for the period from April 2009 to
March 31 2010 noting no differences

Compared any adjustments reported in Form SIPC7 with

supporting schedules and working papers specifically
quarterly Focus Reports internal detailed income statements
trading account statements outside broker monthly clearing

statements certificate of deposit transactions and interest

and dividend accounts analysis noting no differences and

Proved the arithmetical accuracy of the calculations

reflected in Form SIPC7 and in related schedules and

working papers specifically quarterly Focus Reports
internal detailed income statements trading account statements
outside broker monthly clearing statements certificate of

deposit transactions and interest and dividend accounts

analysis supporting the adjustments noting no differences



We were not engaged to and did not conduct an examination the objective of

which would be the expression of an opinion on compliance Accordingly we do

not express such an opinion Had we performed additional procedures other

matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified

parties listed above and is not intended to be and should not be used by anyone

other than these specified parties

May 27 2010



SECURITIES INVESTOR PROTECTION CORPORATION

SIPC7 P.O Box 92185 Washington .D.C 20090-2185 SPC7
202- 71-8

3O-EV3l1 General Assessment Reconciliation 30-REv 3/10

For the fiscal year ended ______________________ 20

Read carefully the instructions in your Working Copy before completing this Form

TO BE HLED BY ALL SIPC MEMBERS WiTH RSCAL YEAR ENDiNGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 7a-5

Note If an of the information shown on the mailing label

requires correction please e-mail any corrections to

fcrm@si.pc.org and so indicate on the form file.d

0/B/A AMERICAN INVESTORS COMPANY
2682 BISHOP DR STE 123

SAN RAMON CA 94583-4450

General Assessment 2e from page not less than $150 minimum

Less paym nt made with SIPC-6 filed exclude interest

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above $____________________________

Overpayment carried forward _____________________________

Subsidiaries and predecessors
included in this form give name and 1934 Act registration number

LS AeraIv eccs
Name or oration Partnership or

sthrganization

Authorized Signatur

__ _______ __ cea

017613 FINRA MAR
LSY INC

Name and telephone number of person to contact

respectingthis form

tB1OtS
593c1

-1 o6
......_...__days at 20% per annum

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

and cojnplete

Dated the____ day of 20

ti
lTiile

This form and the assessment payment is due 60 days after the end of the fiscal year Retain the Working Copy of this form

for period of not less than years the latest years in an easily accessible place

Received

uares ____________
Postmarked

Calculations _________

c. Exceptions

C/
Disposition of exceptions

Reviewed

Documentation __________
Forward Copy



DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

tern No
2a Total revenue FOCUS Line 12/Part IA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration fees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and Clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction Io

Amounts for th fiscal period

beginning
1A cI 203

and ending 21 201
Eliminate cents

31o93

1010

II II

Lr3c

Total interest and dividend expense FOCUS Line 22/PART IA Line 13

COde 4075 pIus line 2b4 above but not in excess

of total interest and dividend income $_______________________________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960 $_____________________________

Enter the greater of line or

Total deductions

2d SIPC Net Oerating Revenues

2e General Assessment .0025

5-O59J2
3OIS

to page but not less than

$150 minimum


